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EXECUTIVE SUMMARY
HATCH VALLEY WATER COMPANY

DOCKET no. W-01969A-08-0219

On April 29, 2008, Hatch Valley Water Company ("Hatch Valley" or "Company") filed
an application with the Arizona Corporation Commission ("Commission") for approval to sell
and transfer the ownership of the assets from Hatch Valley to Hatch Valley Domestic Water
Improvement District ("District") and to cancel the Certificate of Convenience and Necessity
("CC8cN") of Hatch Valley Water Company.

Hatch Valley Water Company is an Arizona non-profit  corporation providing water
service to approximately 74 customers in an area 40 miles northwest of Kinsman, Arizona.

The operators of the water system for the Company will be the operators of the District
and are listed as the five members of the Board of Directors for the District. The current rates
charged by the Company will also be the rates charged by the District.

Staff recommends the Commission approve of the sale and transfer of the assets of Hatch
Valley Water Company to Hatch Valley Domestic Water Improvement District and cancellation
of the Company's CC&N.
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In tro d u c tio n

On April 29, 2008, Ha tch Va lle y Wa te r Compa ny ("Ha tch Va lle y" or "Compa ny") file d
a n a pplica tion with the  Arizona  Corpora tion Commis s ion ("Colnmis s ion") for a pprova l to s e ll
a nd tra ns fe r the  owne rs hip of the  a s s e ts  from Ha tch Va lle y Wa te r Compa ny to Ha tch Va lle y
Dome s tic Wa te r Improve me nt Dis trict ("Dis trict") a nd to ca nce l the  Ce rtifica te  of Conve nie nce
a nd Ne ce s s ity ("CC&N") of Ha tch Va lle y Wa te r Compa ny. If the  a pplica tion for a pprova l to
se ll a nd tra ns fe r Ha tch Va lle y's  a s se ts  a nd prope rty to the  Dis trict is  a pprove d, the  Dis trict will
a s s ume  a ll of the  Compa ny's  de bt a nd will continue  to provide  s e rvice  to a ll the  Compa ny's
customers .

Background

Ha tch Va lle y Wa te r Compa ny is  a n Arizona  non-profit corpora tion providing wa te r
se rvice  to approxima te ly 74 cus tomers  in an a rea  40 mile s  northwes t of Kinsman, Arizona . The
re s ide nts  a nd cus tome rs  of Ha tch Va lle y pe titione d to form the  Ha tch Va lle y Dome s tic Wa te r
Improve me nt Dis trict. On De ce mbe r 4, 2006, the  Boa rd of S upe rvis ors  of Moha ve  County
de cide d to s che dule  a  public he a ring re ga rding the  pe tition. On Ja nua ry 8, 2007, a  he a ring to
form the  Dis trict was he ld. The  motion to crea te  the  Dis trict was passed, approved, and adopted.

Company Water System

The  Compa ny ha s  one  we ll with a  tota l production ca pa city of 60 ga l/min, one  20,000
ga llon s tora ge  ta nk, boos te r pumps  a nd two pre s sure  ta nks  ha ving a  tota l ca pa city of 15,000
ga llons , and a  dis tribution sys tem se rving 74 me te red connections . The  ave rage  annua l growth
ra te  for the  previous  five -yea r pe riod has  been ve ry modes t with le ss  than two new connections
added pe r yea r. Based on Wate r Use  Da ta  informa tion reported in the  Company's  2007 Annua l
Report filing, S ta ff concludes  tha t this  sys tem does  not have  adequa te  s torage  capacity. S ta ff
unde rs ta nds  tha t the  Dis trict is  curre ntly inve s tiga ting funding options  tha t would e na ble  it to
comple te  s ys te m improve me nts , including pla ns  to a dd a dditiona l s tora ge . According to the
Dis trict, a pprova l of the  Applica tion will he lp it obta in the  funds  ne ce s sa ry to comple te  sys te m
improvements .

Operation and Rates

The  ope ra tors  of the  wa te r sys te m for the  Compa ny will be  the  ope ra tors  of the  Dis trict
a nd a re  the  five  me mbe rs  of the  Boa rd of Dire ctors  for the  Dis trict. The  ra te s  cha rge d by the
Company will a lso be  the  ra tes  charged by the  Dis trict.

Compliance

a n

Arizona  De pa rtme nt of Environme nta l Qua lity, ("ADEQ") re gula te s  Ha tch Va lle y's
wa te r sys tem unde r ADEQ Public Wa te r Sys tem I.D. # 08-014. ADEQ has  de te rmined tha t this
s ys te m is  in hull complia nce  with ADEQ re quire me nts  a nd is  curre ntly de live ring water tha t
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me e ts  wa te r qua lity s ta nda rds  re quire d by Arizona  Adminis tra tive  Code , Title  18, Cha pte r 4
Ha tch Va lle y is  not within a ny Active  Ma na ge me nt Are a , a nd cons e que ntly is  not s ubje ct to
Arizona  De pa rtme nt of Wa te r Re s ource s  re porting a nd cons e rva tion rule s . A che ck o f the
Utilitie s  Divis ion  Complia nce  Da ta ba s e  s howe d no  de linque nt complia nce  ite ms  for the
Company

Recommendation

Staff recommends the  Commission approve  of the  sa le  and transfer of the  asse ts  of Hatch
Va lle y Wa te r Compa ny to Ha tch Va lle y Dome s tic Wa te r Improve me nt Dis trict a nd ca nce lla tion
of the  Compa ny's  CC&N



ATTACHMENT A

MEMORANDUM

June 6. 2008

Kiana Sears
Executive Consultant I

Del Smith
EngineeringlSupervisor

HATCH VALLEY WATER COMPANY APPLICATION FOR APPROVAL OF
T H E  S A L E  O F  A S S E T S  A N D / O R  F O R  C A N C E L L A T I O N  O F  T H E
CERTIFICATE OF CONVENIENCE AND NECESSITY
(DOCKET NO. W-01969A-08-0219)

Introduction

Hatch Valley Water Company ("Company" or "Applicant") has applied to the
Arizona Corporation Commission ("Commission") for Approval of the Sale of Assets
and/or for Cancellation of the Certificate of Convenience and Necessity ("CC&N"). The
Company has entered into an agreement to sell and transfer its assets to Hatch Valley
Domestic Water  Improvement Distr ict  ("Distr ict"). Recent ly,  the r es idents  and
customers within the Company's service area petit ioned to form the Distr ict . The
Mohave County Board of Supervisors granted the petition and established the District
Applicant requests that the Commission approve the transfer of the Company's utility
assets to the District. The Distr ict will continue to provide service to all Company
customers

The Company provided water utility service to 74 customers in 2007.4 The
Company serves the Community of Truxton which is located approximately 40 miles
northeast of Kinsman in Mohave County on historic highway US-66. The Company's
CC&N covers an area of roughly one and one-half square miles

Company Water System

The Company has one well with a total production capacity of 60 gal/min, one
20,000 gallon storage tank, booster pumps and two pressure tanks having a total capacity

See Applica tion Page 2 beginning a t Line 1
Per Company Annual Report filed with Commiss ion for year ending 12/31/2007
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of 15,000 ga llons , a nd a  dis tribution s ys te m s e rving 74 me te re d conne ctions ." The
ave rage  annua l growth ra te  for the  previous  five -yea r pe riod has  been ve ry modes t with
le s s  tha n two ne w conne ctions  a dde d pe r ye a r." Ba se d on Wa te r Use  Da ta  informa tion
re porte d in the  Compa ny's  2007 Annua l Re port tiling, S ta ff conclude s  tha t this  sys te m
does  not have  adequa te  s torage  capacity. S ta ff unde rs tands  tha t the  Dis trict is  currently
inve s tiga ting funding options  tha t would e na ble  it to comple te  s ys te m improve me nts
including pla ns  to a dd a dditiona l s tora ge ." According to the  Dis trict, a pprova l of the
Applica tion will he lp it obta in the  funds  necessa ry to comple te  sys tem improvements

S ta ff unde rs ta nds  tha t the  propose d tra ns fe r will not ha ve  a n a dve rse  e ffe ct on
s e rvice  qua lity or ope ra tion of the  Compa ny. Ke y ma na ge me nt a nd ce rtifie d ope ra tor
personnel will not change  as  result of the  transfer

Arizona Department of Environmental Quality ("ADEQ") Compliance

ADEQ re gula te s  the  wa te r sys te m unde r ADEQ P ublic Wa te r S ys te m I.D. # 08
014. The  ADEQ ha s  de te rmine  tha t th is  s ys te m is  in  fu ll complia nce  with  ADEQ
requirements  and is  currently de livering wate r tha t mee ts  wate r qua lity s tandards  required
by Arizona  Adminis tra tive  Code , Title  18, Chapte r 4

Arizona Department of Water Resources ("ADWR") Compliance

The  Compa ny is  not within a ny Active  Ma na ge me nt Are a , a nd cons e que ntly is
not subject to reporting and conserva tion rules

Commis s ion Compliance

A che ck of the  Utilitie s  Divis ion Complia nce  Da ta ba s e  s howe d no de linque nt
compliance  items for the  Company

Conclusions

S ta ff conclude s  tha t the  Colnpa ny's  s ys te m doe s  not ha ve  a de qua te  s tora ge
capacity. S ta ff unde rs ta nds  tha t the  Dis trict is  curre ntly inve s tiga ting funding
options  tha t would enable  it to comple te  sys tem improvements , including plans  to

Per Company Annual Report tiled with Commission for year ending 12/31/2007
Historical growth rate based on number of connections added during the years 2003 thru 2007 (per the Company's

2007 Annual Report filing)
The District has had discussions with the County regarding low interest loans and grant money that may be

available to fund the planned system improvements
Per Staff discussions with Richard Schneider held on June 5. 2008
ADEQ Drinking Water Compliance Status Report dated June 6, 2008
Per status check dated May 23, 2008
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a dd a dditiona l s tora ge . According to the  Dis trict, a pprova l of the  Applica tion will
he lp it obta in the  funds necessary to comple te  system improvements

S ta ff conclude s  tha t the  propos e d tra ns fe r will not ha ve  a n a dve rs e  e ffe ct on
s e rvice  qua lity or ope ra tion of the  Compa ny. Ke y ma na ge me nt a nd ce rtifie d
opera tor personnel will not change  as  result of the  transfer

ADEQ ha s  de te rmine d tha t the  Compa ny's  s ys te m is  in  full complia nce  with
ADEQ re quire me nts  a nd is  curre ntly de live ring wa te r tha t me e ts  wa te r qua lity
s tandards  required by Arizona  Adminis tra tive  Code , Title  18, Chapte r 4

The  Compa ny is  not within a ny Active  Ma na ge me nt Are a , a nd cons e que ntly is
not subj e t to ADWR reporting and conse rva tion rule s

A che ck of the  Utilitie s  Divis ion Complia nce  Da ta ba s e  s howe d no de linque nt
compliance  items for the  Company



ATTACHMENT B

MEMQBANQQM

TO : Roana Shara
Executive Con5ultar\t I
Utllltle5 Dlvl5lon

FROM : Barb Wells
InformatIon Technology Speoallst
Utllltle5 Dlvl5lon

T\'1 RU : Del E5mlth 8 6 /
Erlqnneermq Supervisor
Ut\l\tle5 Dlvl51Qr]

DATE : June 6, 2008

RE : lllm:ll vnuzv wma l:0wlrmlv [Il0l}KET in. w-019694-0s-0219]

l'latch Valley has flied an application to cancel their CC$N and sell their assets to
l'latch Valley Domestic Water Improvement Dlstrlst.

Attached 125 a copy of the map for your flle5

:l9'5W

Attachments

cc: Mr. Steve Were
Me. Deb Person (l'land Carrled)
Mr. Del Srruth
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